EMERGING 
MARKETS PROGRAM 


JAPANESE 
MARKET 
INTELLIGENCE 
RESOURCE 


FOR SOUTH AUSTRALIAN 
WINE BUSINESSES 


—— 


, E 533993 








Government 
of South Australia 





SOUTH AUSTRALIAN WINE INDUSTRY Department for Trade 
ASSOCIATION INCORPORATED and Investment 
Acknowledgements 


This report has been prepared in 2020 by the South Australian Wine Industry Association Inc. (SAWIA) with an allocation of 
funding from the South Australian Government through the Department of Trade and Investment (DTI). 


Disclaimer 

The South Australian Wine Industry Association Inc. (SAWIA) has made every effort to ensure that the information in this report 

is accurate as at the date of publication. SAWIA and The Department for Trade and Investment (DTI), does not accept liability for 
the accuracy or usefulness of any information contained in this resource, including liability for negligence, for any loss, damage, 
injury, expense or cost incurred by any person as a result of accessing, using or relying upon any of the information in this 
document. Please use commercial discretion and consider obtaining independent, professional advice to assess the suitability of 
any business introduction, or any goods and services offered or information used when assessing your business needs. Please 
note that SAWIA and DTI do not make any representations or warranties that the report will be updated or otherwise maintained 
after the date of publication. 


Copyright 
Unless otherwise acknowledged in the document, copyright in this document is owned by the South Australian Wine Industry 
Association Inc., 2020. 


Published 
December 2020 





2 EMERGING MARKETS PROGRAM 
JAPANESE MARKET INTELLIGENCE RESOURCE 





Contents 


1. INTRODUCTION 


1.1 Japan as an emerging wine market 
- Why choose Japan as an export 
market for your wine business? 


- Growth drivers of wine consumption 


1.2 Japan Overview 
- Geography 
- History 
- Culture 
- Politics 
- Current Parliament 
- Economy 
- Infrastructure 


- Prefectures and Cities 


1.3 Laws around the consumption of 


alcohol in Japan 


1.4 Japan-Australia Free Trade 


Agreement (JAEPA) 


2. JAPANESE MARKET PROFILE 


2.1 Current performance and perception 


of Australian Wine in Japan 


2.2 Competitive Environment 

- Beer and Spirits 

- Japanese Wine Industry 

- Chile, France, USA, Italy, Spain 
2.3 Sales channels 

- Retail (off-premise) 

- Hospitality (on-premise) 


- E-Commerce 


07 
08 


11 


26 


26 


29 
32 


34 


38 


3. JAPANESE CONSUMER PROFILE 
3.1 Demographics 

3.2 Current consumption 

3.3 Consumer preference 


3.4 Emerging trends 


4. DOING BUSINESS IN JAPAN 

4.1 Supply chain 

4.2 Laws and Regulations 

4.3 Import certificates and procedures 
4.4 Contracts 

4.5 Intellectual Property 


4.6 Marketing and Advertising 
- Packaging 
- Social media 


4.7 Business culture and etiquette 
- Language, interpreting and 


translation 


5. HOW HAS THE COVID-19 PANDEMIC 
AFFECTED THE MARKET? 


6. RESOURCES 

6.1 Case Studies 

6.2 Online resources 

6.3 How to conduct a tasting in Japan 


6.4 Traditional Japanese food and 


wine pairings 


7. REFERENCES 


41 
42 


42 
43 
43 


45 
46 
47 
50 
55 
55 


56 


59 


63 


65 
65 
65 
66 
68 


70 





EMERGING MARKETS PROGRAM 
JAPANESE MARKET INTELLIGENCE RESOURCE 








LN $ 2 ш. | n | XN 
nn : AS a з. J 
BRP ys y 


ёё Ф445 














EMERGING MARKETS PROGRAM 
JAPANESE MARKET INTELLIGENCE RESOURCE 





1. Introduction 


The South Australian Government, through the 
Department of Trade and Investment (DTI), has 
contributed funding for the South Australian Wine 
Industry Association (SAWIA) to prepare this report. 
The aim of the report is to educate South Australian 
wine businesses about four emerging wine markets, 
helping them make informed decisions before entering 
one or more of these markets. This resource focuses 
on the Japanese wine market. 











This resource aims to provide market insights, tips and 
tools that can enable individual South Australian wineries 
to achieve export growth. It looks at the historical, 
cultural, political and economic aspects of the country, all 
of which inform and influence the way South Australian 
wineries will do business in Japan. The resource 
describes the complexities of the Japanese wine market, 
including the demographics, preference and consumption 
habits of the Japanese wine consumer. Finally, the 

report provides information on the practicalities of doing 
business in, and exporting wine to Japan. 


SAWIA spoke directly to the Government of South 
Australia Department of Trade and Investment Regional 
Director for Japan and South Korea, Sally Townsend, to 
gain her expertise and insights on the market. SAWIA 
also spoke to two South Australian wine businesses 
who currently export wine to Japan. Soundbites of 
these interviews appear throughout this document. 

The full interviews are available to listen to via links in 
the Resources section of this report. 


This reports target audience is smaller and medium-size 
South Australian wine businesses who face the most 
significant challenge in developing sustainable exports 
within acceptable risk and with financial returns. 


When using this resource, it should be remembered 
that it is a snapshot in time - the Japanese wine market 
will, of course, continue to evolve. Wine businesses 
should closely monitor the marketplace and adjust their 
business approach accordingly. 
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1.1 Japan as an 
emerging wine market 


For the purpose of this resource, Japan is classified 

as an emerging wine market. This document aims to 
encourage South Australian wine businesses to take a 
closer look at the Japanese market and to provide the 
necessary information wine businesses need, to assess 
with confidence whether it is a market that is the right fit. 


WHY CHOOSE JAPAN AS AN EXPORT MARKET 
FOR YOUR WINE BUSINESS? 


Japan is the sixth-largest importer of wine in the world 
(totaling 284 million litres valued at AUS 2.2 billion) and in 
2018-19 imports of wine from all winemaking countries 
into Japan grew by more than 7 per cent i. In contrast, 
the growth in export to Japan that Australia enjoyed 
between 2012 and 2017 has not been sustained, with 
recent declines in export value (-4 per cent) and volume 
(-14 per cent) i. This contrast represents an opportunity 
for South Australian wineries to share in the Japanese 
market's growth by directing some attention and focus 
towards the market to arrest the current trend. 


Japan has, by some, remained overlooked in favour of 
other larger Asian wine markets. In comparison to Asian 
markets such as China or South Korea, Japan has higher 
per capita wine consumption, with around 45 million 
regular wine drinkers. These consumers tend to be wine 
literate, and two-thirds of Japanese wine drinkers are 
consuming wine weekly, and more than ever before, this 
is at home with family meals. Wine is increasingly taking- 
up shelf space in supermarkets, convenience stores and 
in local izakaya (Japanese-style pubs). All this suggests 
that wine is now a part of daily life in Japan. 


There has also been an increase in the average price 
Japanese wine consumers are willing to pay for 
imported wines on-premise (at restaurants and wine 
bars), mainly during formal dinners and celebrations. 
Anecdotally, it is suggested that as wine becomes part 
of day-to-day consumption in Japan and the consumer 
becomes more educated and discerning in this sector, 
the wish to consume higher quality wines has increased. 


GROWTH DRIVERS OF WINE CONSUMPTION 


Several factors can explain the growth in wine 
consumption, but none more so than the number of 
economic partnership agreements put in place over 

the past thirteen years. Imports of Chilean wine have 
increased sharply since an economic partnership 
agreement went into effect between Japan and Chile in 
2007. In February 2019, a similar partnership between 
Japan and the European Union eliminated wine tariffs, 
boosting imports and bringing down prices. The Japan- 
US trade agreement that began 1 January 2020 will phase 
out tariffs on American wines, eliminating them by 2025. 


The implementation of the Japanese Australian 
Economic Partnership Agreement on 15 January 
2015 has eliminated Japanese tariffs imposed on 
Australian bulk wine in containers over 150 litres, 
bottled wine and sparkling wine imported into 
Japan. By 2025 there will also no longer be tariffs 
imposed on bulk wine in containers between 2 litres 
and 150 litres. 


Attitudes towards wine in Japan have also shifted in 
the past ten years. It is well known that Japan has 

an ageing population, and the 55+ age group remain 
the driving force behind the Japanese wine market. 
Consumers in this category tend to have traditional 
and conservative tastes when it comes to wine. But 
change is coming, with younger Japanese regular wine 
drinkers claiming high involvement and interest in the 
wine category. While recent data indicates younger 
people are consuming less alcohol in general, younger 
Japanese regular wine consumers are open-minded 
towards wine. They are more likely to have a broader 
white and red varietal repertoire, which can provide the 
opportunity for less dominant varietals or alternative 
styles to shine. It is these younger consumers who are 
increasingly enjoying wine socially in casual settings 
such as bars, clubs and karaoke. 


wine connoisseurs, and once they find the wine that they love, they will buy it, and buy it and buy it." 


"Japan is a really loyal market. There are a huge number of wine lovers here, a huge number of ) 


Sally Townsend, DTI Regional Director for Japan and South Korea (click to listen to audio] 
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FAST FACTS 


e JAPAN IS THE 6TH LARGEST 
IMPORTER OF WINE IN THE WORLD 


• IN 2018-19 IMPORTS OF WINE FROM 
ALL WINE-MAKING COUNTRIES 
INTO JAPAN GREW BY 7% 


e JAPAN HAS 45 MILLION REGULAR 
WINE DRINKERS 


e AUSTRALIA HAS SOME WORK TO 
DO TO ARREST STAGNATION AND 
DECLINE IN VOLUME AND VALUE 
OF WINE EXPORTS TO JAPAN 
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Japan is an archipelago that consists of more than 
6000 islands that lie to the east of the Asian mainland, 
separated by the Sea of Japan. Japan's four largest 
islands are Honshu, Hokkaido, Kyushu, and Shikoku. 
Its closest neighbours are Korea, Russia and China. 


Japan's islands cover an area of 377,975 square 
kilometres, which is comparable to the size of California 
or Germany. In an Australian context, South Australia is 
2.66 times bigger than Japan (South Australia is 983,482 
кт), but Japan is 1.66 times bigger than Victoria 
(Victoria is 227,416 km?). 


The islands of Japan sit on a major fault line on the 
Pacific Rim, and as such, it experiences frequent 
earthquakes and has more active volcanos than 

any other country in the world. Japan's largest and 
most famous volcano is Mt. Fuji. Japan's terrain is 
mountainous, and approximately three-quarters of 
Japan's land area is considered mountainous or hilly 
terrain. According to the World Bank, in 2016, 12.2696 
of Japar's total area is agricultural land ii. 


Japan's climate is diverse. While most of the country 
has a temperate climate with four distinct seasons, the 
north of the country is sub-arctic, and the south sub- 
tropical. The city of Tokyo has a sub-tropical climate 
meaning Tokyo winters are mild and summers are hot 


and humid. The weather is also shaped by Asian-Pacific 
monsoon cycles that bring heavy rains in the summer 
and icy winds and snow in the winter. 


Meiji Restoration: Japan enters a 

period of rapid industrialisation 
Establishment of Constitutional 
Monarchy, Japan enters a period of 
imperial expansion 

Japan annexes Korea, cementing its 
place as one of the world’s leading powers 
Japan joins World War | on the side of 
Britain and allies, seizing German-held 
islands in the Pacific 

Japan seizes Chinese provinces of 
Manchu, Shanghai, Beijing and Nanjing 
World War Il: Japan occupies several 
Asian countries. It is defeated when 

the US drops atomic bombs on Hiroshima 
and Nagasaki 

US occupation: post-war recovery and 
political reform. Economy recovers and 
eventually flourishes 

Japan regains independence 

Emperor Hirohito dies, succeeded by 
Emperor Akihito 

An earthquake hits central Japan, killing 
thousands and causing widespread 
damage. The city of Kobe is the hardest hit 
The economy enters a severe recession 
Huge offshore earthquake and 
subsequent tsunami devastate miles of 
shoreline and damage to the Fukushima 
nuclear plant 

Emperor Akihito abdicates in favour of 
his son, Crown Prince Naruhito. 





Being aware of some of Japan’s most recent history can 

assist in a better understanding of some of the country’s 

cultural nuances as well as its place within the Northeast 
Asian region. When discussing Modern Japanese history, 
it is common to divide it into four distinct periods. 
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1.2 (continued) 


The first begins in 1600 and ends in 1868. This 

was the period of the Tokugawa Shoguns, a feudal 
political order who oversaw very gradual economic and 
social change. This period saw growing urbanisation, 
the spread of popular education and the rise of the 
merchant class. 


In 1868 a group of middle-ranking samurai convinced 
that the modernisation of Japan depended on abolishing 
the feudal order, overthrew the military government 

of the Shogun. The Meiji Restoration (“Meiji” meaning 
“enlightened rule”) was a revolution and the early 

Meiji period between 1868 and 1890 is summarised 

as a period of rapid modernisation and dramatic 
change of political, social, and economic institutions. 
During this period, challenges posed by the West 

was met with Japan selectively adopting parts of 

the western model to suit. The enthusiastic adoption 

of Western technologies, for example, caused an 
explosion of industrial productivity and diversification. 
The establishment of a national military, universal 
conscription and compulsory public education fostered 
a strong sense of national identity and Imperial loyalty 
in the Japanese population. 


The period between 1890 to 1945, classified as 

Imperial Japan, began with the establishment of the 
constitutional monarchy in 1890. Between 1890 and 
1930, Japanese industry expanded and the cities grew, 
as more of the population moved from farms to factories 
and offices. At the same time, the leaders of Imperial 
Japan focussed on addressing what they saw as 
Japan’s unequal status in the international order. 





In 1894 Japan succeeded in revising the Anglo- 
Japanese Treaty of Commerce and Navigation that saw 
them regain their legal parity with Western powers. In 
1894-95 Japan fought a war against China over the 
control of Korea, and during this conflict gained Taiwan 
as its first colony. 1902 saw Japan sign an alliance with 
Great Britain, which signified a dramatic increase in 
international status. Japan won the Russo-Japanese 
war in 1904-5, cementing its dominance in the Korean 
Peninsula. Japan continued to expand its empire, 
eventually annexing Korea in 1910. 


Japan aligned itself with the Allied forces in World War |, 
limiting its activities to seizing German holdings in China 
and the Pacific. When China sought the return of these 
former German holdings, Japan responded with what 
has since been called the Twenty-one Demands. Issued 
in 1915 the demands were an attempt to pressure China 
into widespread concessions and economic controls 
including Japanese access to harbours, bays and 
islands along China’s coast. This period left behind a 
legacy of ill-feeling and distrust of Imperial Japan, both 
in the United States and Great Britain who opposed the 
demands, but particularly in China. 


Post-World War | Japan was hard hit by the great 
depression that began in 1929, mainly due to its 
growing population and dependency on foreign trade. 
The dramatic economic growth the country had 
enjoyed for 40 years started to slow. Acting on the 
notion that expansion through militarism would solve 
their financial troubles, Japan again looked to replace 
European holdings in Asia. Japanese troops invaded 
Marco Polo Bridge near Beijing in 1937, leading to 
warfare between Japan and China and also occupied 
French Indochina (what is now Vietnam, Cambodia 
and Laos) in 1940. 


Alarmed and threatened by Japan’s increasing power 
in the region, the United States delivered an ultimatum 
to Japan - they would cut off steel and oil exports 

to Japan unless Japan removed their military from 
China. After a rapid breakdown in negotiations, Japan 
decided instead on the surprise attack on Hawaii's 
Pearl Harbor in December 1941. Japan then focussed 
on taking other Western colonies in Southeast Asia 

— namely the Philippines, Hong Kong, British Malaya, 
Singapore, and the Dutch East Indies — which left its 
navy scattered across the Pacific. The United States 
was able to recover the forces lost in Pearl Harbor 
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speedily, and its navy and army conducted “island- 
hopping" and “leapfrogging” strategies, isolating heavily 
fortified Japanese positions while preparing to take over 
strategically essential islands. 


By 1945, the US forces were close enough to Japan 

to conduct firebomb raids, bringing destruction and 
significant civilian loss of life to every major Japanese 
city except Kyoto. Despite this, the Japanese 
Government still held out hope that with the assistance 
of the Soviet Union, Swiss, or Swedes, they would be 
able to negotiate a favourable end to the war. Unaware 
of the agreement among Allies at the Yalta Conference, 
Japan was taken by surprise when the Soviet Union 
entered the war against Japan on 8 August 1945. Two 
days earlier on 6 August, the United States had dropped 
the first atomic bomb on Hiroshima, a medium-sized 
industrial city. On 9 August, the second atomic bomb 
dropped on Nagasaki, the port city where Japan had 
first opened itself to Westerners. Japan agreed to 
unconditional surrender, and Emperor Hirohito went on 
the radio to announce the news to the Japanese people. 


Post-war and Contemporary Japan is the period 
between . Between 1945 and 1952 
Allied powers occupied Japan. In 1947 Japan adopted a 
new, progressive constitution with several fundamental 
provisions placed within it by the Americans. These 
provisions included, among other things, universal 
suffrage, land reform, sovereignty transference from 

the Emperor to the people, and the renouncement of 
war, including the right to build a military force. In 1952, 


the US occupation of Japan ended, and by 1955 the 
Japanese economy had regained its highest pre-war 
production levels, mainly due to profits indirectly gained 
as a supplier of goods and services for the Korean War. 
1955 also saw the establishment of a stable political 
System with the pro-American and conservative Liberal 
Democratic Party taking control of the Government. 


From the 1960s through the mid-eighties, domestic 
politics remained relatively stable. The Liberal 
Democratic Party maintained a majority in the Diet 
(parliament) and placed emphasis on maintaining close 
ties with the United States. Japan achieved record 
economic growth — averaging 10 per cent growth 
each year until the 1970s – to become the third-largest 
in the world, behind only the United States and the 
Soviet Union. Growth was incredibly strong in heavy 
industry and advanced technology, helped along 

with improvements in the transportation of goods. 
Population growth stabilised (due to a national campaign 
encouraging family planning), and the Japanese people 
enjoyed the benefits and prosperity of a thriving and 
highly educated middle-class, to become one of the 
most advanced post-industrial societies in the world. 


In 1989 Emperor Hirohito died, and the Berlin Wall fell. 
The death of the Emperor, who had taken the Imperial 
throne in 1926, meant the long Showa era had ended, 
and the close of the Cold War in the West saw the end of 
the global geopolitical system that had provided Japan 
with a certain amount of international shelter. The Heisei 
era (1989 – 2019) is the period that corresponds with the 
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reign of Emperor Akihito. The English translation of Heisei 
is "Achieving Peace". The Heisei era began with turbulent 
domestic politics (with more than 15 prime ministers 
within the first 24 years), a burst economic bubble and 
prolonged economic slowdown. A deadly earthquake in 
Kobe and a nerve-gas attack on a Tokyo subway both 
occurring in 1995, cast a dark shadow over the first few 
years of the period. The country endured an even more 
devastating natural disaster in 2011 when and earthquake 
and tsunami in north-eastern Honshu triggered the 
Fukushima nuclear accident. In 2019 Emperor Akihito 
abdicated, stepping aside so his son the then Crown 
Prince Naruhito may take the throne. Japan is now in the 
Reiwa Era, translating to "Beautiful Harmony". 


An understanding of Japan's unique culture, and the 
internal and external influences that have shaped the 
development of this culture, assist in navigating every- 
day and business dealings when in Japan or from afar. 


The Japanese Constitution is clear about the separation 
between Church and State, as well as the right to 


religious freedom. Religion in Japan is often a private 
and family affair, is rarely discussed and very seldom 
preached. Historically, and even now, most Japanese 
people have not had a single faith, but an amalgamation 
of beliefs, most common of which are Buddhism and 
Shintoism. 


(‘the way of the gods’) is the indigenous religion 
of Japan. It does not have a central doctrine, sacred 
scripture or god, but instead, it is a collection of local 
beliefs and folk tales with spirits, or kami, taking the 
form of nature or life forces (such as wind, mountains, 
trees or fertility). The Sun Goddess Amaterasu is 
Shinto's most important kami. According to Shintoism, 
the Japanese Imperial family are descendants of 
Amaterasu, hence their claim to divine status (not 
officially renounced until 1945 at the end of World 
War Il). Shinto is an optimistic faith in which evil deeds 
are caused by evil spirits, not by human will — the 
belief is that humans are fundamentally good. Many 
Shinto rituals centre on keeping away these evil spirits 
via purification, prayers and offerings to the kami. 
Many Japanese have small shrines or altars in their 
homes and also worship at public shrines where they 
celebrate Shinto festivals (matsuri). Many Japanese 
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couples conduct their wedding ceremonies in Shinto 
style. Death, however, is more commonly a Buddhist 
ceremony and as such, there are virtually no Shinto 
cemeteries. 


Much like what occurred in the Meiji Restoration period 
when Japan opened up and adapted suitable western 
economic and political models, the Japanese people 
have been very effective at adapting religions and 
philosophies from outside their country. 


Buddhism was imported to Japan via Korea and China 
after originating in India in the 6th century BC. In 1191, 

the Zen sect of Buddhism was introduced from China 
gaining popularity among the military class. It is now the 
form of Buddhism most widely practised in Japan. Quiet 
contemplation and meditation help students of Zen search 
for truth and the meaning of life from within, rather than by 
looking to logical thought or philosophical argument, and 
practised to achieve enlightenment. Design, architecture 
and gardens (in particular rock gardens) influenced by 
Zen minimalism are typically Japanese. 


Originating in China, Confucianism came to Japan 
roughly around the mid-sixth century via Korea. 


Confucianism is not a religion, but a collection of 
secular teachings that focuses on the harmonious 
operation of the socio-political world. In Confucianism, 
the family is the most important societal unit and is a 
deeply embedded notion in Japanese culture. Age, 
seniority and gender determine someone's position 
within both the family and societal hierarchy, and older 
people and men occupy the higher ranks. Japanese 
people often find few things equal and assign different 
levels of status to both individuals and institutions. 
Japanese Confucianism also directly affects attitudes 
toward work, as hard work, obligation, loyalty, 
teamwork, and reciprocity are highly valued virtues. 
There are also Confucian influences in Japanese 
business culture, namely in the propensity to 
determine the trustworthiness of a potential 
business partner rather than relying heavily on 
contracts, and the minimal use of litigation as a 
way to solve a conflict. 


Japan is well known for etiquette, following rules 

and the importance placed on politeness and good 
manners. Signs communicating rules and proper 
etiquette are common. Following the correct etiquette 
not only shows maturity and avoids discomfort or 
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1.2 (continued) 


embarrassment, but it also promotes harmony, a 
fundamental belief that Confucianism, Buddhism and 
Shintoism all share. One of the most visible features of 
Japanese culture and etiquette is that people 

greet each other by bowing. A bow can range from 

a small head nod in a casual and informal setting, to 

a long, deep bow that indicates a high level of respect. 
Japanese people also use bows when apologising, 
thanking someone or when asking for something 

(a favour or request). Fortunately, many Japanese 
people make allowances for foreign visitors and are 
happy to receive a simple head nod greeting from 
them. Shaking hands is uncommon unless 

in international business situations. 


INDIGENOUS CULTURE 


In April 2019 a bill was approved by the ruling Liberal 
Democratic Party and Komeito Party coalition 
recognising the Ainu as an indigenous population of 
Japan and realising a society that will respect the pride of 
the Ainu as an ethnic group. Prior to this bill, Japan's two 
houses of parliament passed a joint resolution in 2009 
recognising the Ainu for the first time as “an indigenous 
people with a distinct language, religion and culture". 


Today, more than 13,000 people identify as Ainu on the 
northern island of Hokkaido, but only a handful speak 
the language. A smaller population live on the Russian 
island of Sakhalin and the disputed Kuril Islands. It is 
expected that there many more people with significant 
Ainu heritage in Japan whose indigenous origins have 
been hidden in an attempt to escape discrimination. 


The word “ainu” means human and the Ainu people 
were among the native populations of eastern Asia who 
practised arctolatry, or bear worship. Traditionally Ainu 
men wore moustaches and bushy beards, and Ainu 
women had distinctive tattoos around their mouths. 


Okinawans, or Ryükyüans, live in the Ryükyü Islands, 
which make-up the current Okinawa prefecture of 
Japan. Although there has been some migration of 
ethnic Japanese to the Ryükyü islands, the population 
is mainly indigenous Ryükyüans. There are several 
indigenous languages spoken and cultural practices 
that differ to mainland Japan, however, the Japanese 
government does not officially recognise the inhabitants 
of Okinawa as an indigenous population. 


POLITICS AND GOVERNMENT 


GOVERNMENT TYPE: Constitutional Monarchy 
with parliamentary government 

CURRENT IMPERIAL EMPEROR: 

Emperor Naruhito 


CURRENT PRIME MINISTER: Prime Minister 
Yoshihide Suga 

CURRENT DEPUTY PRIME MINISTER: Deputy 
Prime Minister Taro Aso 

VOTING AGE: 18 





Japan is a democracy and a constitutional monarchy 
with a parliamentary government headed by a Prime 
Minister. The current Prime Minister of Japan is 
Yoshihide Suga, and the deputy Prime Minister is Taro 
Aso. Japan maintains an Imperial Family, led by the 
Emperor, who does not have any effective power but 
is a symbol of the state. The current Emperor is 
Emperor Naruhito. 


Japan's parliament, referred to in English as the 

‘Diet’, comprises the lower House of Representatives 
and the upper House of Councillors. The lower 

house, the more powerful of the two houses, has 

465 members who when elected, hold four-year 
terms. Of these, 289 members come from single-seat 
constituencies, and 176 come from 11 multi-member 
constituencies elected by proportional representation. 
The upper house has 242 members elected for six-year 
terms. Every three years, half of the upper house seats 
are up for election. Executive power is vested in the 
Cabinet, which is headed by the Prime Minister and 
Ministers of State. Both houses of the Diet vote to 
select the Prime Minister. 


Japans local government system consists of two tiers: 
prefectures and the municipalities that make up the 
prefectures. Japan’s 47 prefectures are responsible 
for regional administration. The cities, towns, villages 
and special wards that make up the municipalities total 
1,719. Elected officials run each tier of government. 


Voting is limited to citizens of Japan, and in 2016 the 
Diet lowered the voting age from 20 to 18 years of age. 
Voting in Japan is not compulsory. 
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1.2 (continued) 


CURRENT PARLIAMENT 


On 16 September 2020, the Japanese Diet elected 
Yoshihide Suga as the Prime Minister of Japan. Two days 
earlier he was selected as the Liberal Democratic Party 
leader, taking the reins after outgoing Prime Minister 
Shinzo Abe stepped down from eight consecutive years 
in the top job, sighting health reasons. Before holding 
the Prime Ministerial job, Suga was the Chief Cabinet 
Secretary in Abe's government. 


The son of a strawberry farmer and former teacher 

from northern Japan, Yoshihide Suga is a self-made, 
first-generation politician that somewhat breaks the 
mould of Japanese democracy usually dominated by 
political dynasties. Suga's immediate tasks are to revive 
Japan's struggling economy and contain the spread of 
COVID-19. Political commentators suggest it is likely that 
the Suga-led government will continue with much of the 
conservative and nationalist agenda set in motion by his 
predecessor, and continue with the suite of economic 
reforms commonly referred to as “Abenomics”. 


The next Japanese general election is likely 
to be held in October 2021. 


oe е е 00 өө 000005 





ECONOMY 


CURRENCY: yen (JPY) Y 

EXCHANGE RATES: October 2020 

AUS 1 = 74.3606 JPY 

GDP: US$ 5.082 Trillion (World Bank 2019) 


GDP PER CAPITA: US$ 40,249.90 
(World Bank 2019) 
UNEMPLOYMENT RATE: 2.9% (July 2020) 





Japan is the third-largest economy in the world with a 
GDP of US$ 5.082 trillion (2019) iii, ranking only behind 
China and the USA in global economic rankings. With a 
population of 125.5 million people (July 2020) iv, primarily 
made up of well-educated and affluent people (per 
capita GDP of approximately UD$ 40,000 in 2018), it is 
one of the world's biggest consumer markets. 


Japan was one of the first in the Northeast Asia region 
to make the shift from textile exports, to exporting 
advanced manufacturing, goods and services. It is these 
industries that now account for the majority of Japan's 
GDP and employment. 


World War Il decimated many of Japans industrial plants 
and infrastructure. The factories that replaced them 
were equipped with the best and most efficient modern 
machines and provided Japan with a competitive 
advantage. Post-World War II, Japan achieved record 
economic growth — averaging 10 per cent growth each 
year until the 1970s. Some factors that contributed to 
this unprecedented growth have been attributed to 
Japan's highly educated populous, their strong work 
ethic and government-industry cooperation. Japan has 
prioritised investment in research and development, has 
an openness to trade with the rest of the world, and has 
a large domestic consumer market who are discerning 
and astute in their purchases. 


The collapse of the Japanese asset bubble price in the 
late eighties led to stagnation in the 1990s. Its economy 
was hit hard again in the Global Financial Crisis of 
2008-09. Since 2013 however, Japan's economy 

has enjoyed an uptick in growth supported by Prime 
Minister Abe’s (Prime Minister from 2012 – 2020) “Three 
Arrows" economic revitalisations agenda. Usually 
referred to as “Abenomics”, it focussed on structural 
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reform, a “flexible” fiscal policy and monetary easing 
and has made modest progress in easing the country’s 
deflation. Labour market reforms are also being made 
in an attempt to counter the reduction in the size of 

the workforce and therefore tax revenues, a result 

of Japan’s rapidly ageing and shrinking population. 
Significantly, the Japanese government also must solve 
the puzzle of stimulating growth and implementing 
economic reforms while also addressing its hefty 
National Government Debt, which stands at US$ 12.7 
billion or close to 240 per cent of its GDP (June 2020). 


International trade makes a significant contribution to 
the Japanese economy, and Japan sits at number 4 in 
the world in total export value at US$ 713 billion (2018). 
Key exports include vehicles, vehicle parts, machinery 
and manufactured goods. Japan’s major export 
destinations are China (US$ 139B), United States (US$ 
135B) and Republic of Korea (US$ 51.5B). Japan also 
ranks high in total imports at number 5 in the world at 
US$ 653 billion (2018). The top imports into Japan are 





crude petroleum, coal, petroleum gas and manufactured 
goods. Imports come mostly from China (US$ 29.4B), 
United States (US$ 73.5B) and Republic of Korea 

(US$ 30.8B). Imports from Australia into Japan are 
approximately US$ 27.6 billion (2018) v. 
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1.2 (continued) 


INFRASTRUCTURE 


RAIL NETWORK: 16,851km across all systems, 
the high-speed rail network is 3,041km and 
services 355 million passengers annually 
ROAD NETWORK: 7,920 kilometres of national 
expressways, 55,222 kilometres of national 
highways and 129,334 kilometres of provincial 
highways 

MAJOR AIRPORTS: Tokyo's Haneda Airport, 
Tokyo's Narita Airport, Osaka's Kansai Airport, 
Nagoya’s Central Japan Airport, Sapporo’s Shin- 
Chitose Airport, Fukuoka Airport, Kobe Airport, 
Kagoshima Airport апа Okinawa’s Naha Airport 
PORTS AND HARBOURS: Chiba, Kawasaki, 
Kobe, Mizushima, Moji, Nagoya, Osaka, 
Tokyo, Tomakomai, Yokohama 





The World Economic Forum ranks Japan's modern 
and extensive railway network number two 
internationally and its roads, seaports and airports 
are all ranked in the top ten vi. 


Rail is the leading form of passenger transport 

in Japan, accounting for more than 70 per cent of 

all domestic passenger trips vii. Japan's national rail 
network connects the majority of its cities, and the cities 
themselves also have extensive, efficient and cheap 
suburban rail networks. Japan Rail Freight is the provider 
that covers the entire country, and approximately 5 per 
cent of freight is carried by rail. The highspeed shinkansen 
(bullet trains) run from Kagoshima in the south of Kyushu 
to Aomori at the northern end of Honshu. In March 2016 
the shinkansen network was extended to Hakodate on the 
northern island of Hokkaido, and Hokkaido's largest city, 
Sapporo, will be connected by 2030. 


Japan's vast road network includes 7,920 kilometres 

of national expressways, 55,222 kilometres of national 
highways, 129,334 kilometres of provincial highways 

as well as municipal roads vii. The national expressway 
network provides an uninterrupted link between Aomori 
Prefecture, in the far north of the main island of Honshu, 
and Kagoshima at the southern tip of Kyushu. The most 
used expressways are subject to tolls and important 
expressway signage is written in both English and 
Japanese. 


There are also widespread passenger airline networks 
between cities, and Japan's domestic air travel is 
dominated by Japan Airlines (JAL Group) and All Nippon 
Airways (ANA Group). Tokyo's Haneda Airport is by far 
Japan's busiest, handling most of Tokyo's domestic 
flights and an increasing number of international 

flights. Tokyo's Narita Airport handles the majority 

of international flights. Other major airports include 
Osaka's Kansai Airport, Nagoya's Central Japan Airport, 
Sapporo's Shin-Chitose Airport, Fukuoka Airport, Kobe 
Airport, Kagoshima Airport and Okinawa's Naha Airport. 


Close to half of Japan's freight is moved by sea due to 
easy access to efficient ports throughout the country. 
There are 1020 ports in Japan, 22 of which are main 
ports of special purpose, 106 main ports and 892 
local ports. 


Japan has high-grade mobile and fixed-line phone and 
broadband internet systems that serve all major popular 
centres. By international standards internet speeds are 
high. There were more than 200 million fixed-line and 
mobile broadband subscribers in Japan at the end of 
2017. More than 30 million subscribers had high-speed 
fibre-to-the-home services vii. 
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1.2 (continued) 


REGIONS, PREFECTURES AND CITIES 


REGIONS: (North to South) Hokkaido, Tohoku, 
Kanto, Chubu, Kinki/Kansai, Chugoku, Shikoku, 
Kyushu (including Okinawa) 

PREFECTURES: 43 standard prefectures (ken), 
2 urban prefectures (fu), 1 metropolis prefecture 
(to), 1 circuit/territory prefecture (do) 

10 MOST POPULOUS CITIES (APPROXIMATE 
POPULATIONS): Tokyo (8.3 million), Yokohama 
(3.5 million), Osaka (2.6 million), Nagoya (2.2 
million), Sapporo (1.9 million), Kobe (1.5 million), 
Kyoto (1.5 million), Fukuoka (1.4 million), 
Kawasaki (1.3 million), Saitama (1.2 million) 


Yamaguchi 
UOR 


Japan is divided into eight regions and within these are 
47 local governments known as prefectures. The term 
prefecture is only used when translating Japanese, 
and local terminology for the Japanese prefecture is 
split into four different words attached as a suffix to 
the name. There are 43 standard prefectures (ken), 
Osaka and Kyoto are urban prefectures (fu), Tokyo is 

a metropolis prefecture (to) and Hokkaido is a circuit/ 
territory prefecture (dō). 






Due to an economy dominated by services, economic 
activity is heavily concentrated in Japan’s cities. Cities 
account for 74 per cent of national GDP generated. The 
vast majority of Japan’s population is concentrated in 

the cities and 77 per cent of the population live in cities 

of more than 50,000 people viii. Within Japan, the Kanto 
region, which includes metropolitan Tokyo, has the highest 
GDP per capita at US$ 41,885 (AU$ 59,396), and Okinawa 
and Kyushu equal lowest at US$ 29,967 (AU$ 42,495). 


HOKKAIDO AND TOHOKU 


In Northern Japan, you'll find Japan's largest prefecture 
and second-largest island, Hokkaido, and the six 
prefectures of Tohoku: Aomori, Akita, Miyagi, Iwate, 
Fukushima, and Yamagata. These two regions together 
comprise roughly one-third of Japan’s landmass, but 
one-ninth of its population. 
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Hokkaido's population is approximately 5.28 million 
(May 2019) with Sapporo as the region's largest city with 
a population of 1.95 million (2015). Hokkaido accounts 
for around 4 per cent of Japan's total GDP (2014). 


Tohoku has a population of roughly 8.68 million (June 
2019) and the region's largest city Sendai has a 
population of 1.08 million (2015). Tohoku accounts for 
6.35 per cent of Japan's total GDP (2018). 


Hokkaido and Tohoku are Japan's agricultural hubs. 
Hokkaido is the home of large-scale and diverse 
farming, including rice, field crops, dairy and livestock, 
as well as marine fisheries and aquaculture. Hokkaido's 
agricultural output was JPY 1.259 trillion in 2020, 
which accounted for 13.8 per cent of Japan's national 
agricultural output ix. Hokkaido is the number one 
producer of beetroot, potatoes, wheat, sweet corn, 
legumes, raw milk and beef in Japan. The Akita and 
Miyagi Prefectures in Tohoku are known for their rice 
growing, and the Tohoku region also produces around 
80 per cent of Japan's fresh fruit. 


The food sector is also of enormous importance to 
manufacturing in Hokkaido, contributing more than 

30 per cent of Hokkaido's industrial shipments. That 
said, Hokkaido's manufacturing sector accounts for 
approximately 9 per cent of its gross regional product, 
which is about half the national average. Tohoku, on the 
other hand, has a larger share of Japan's manufactured 
goods sector, particularly in electronic parts, transport 
equipment, information and communications-electronics 
equipment, foodstuffs and production machinery. 


Hokkaido's tourism industry is a significant economic 
contributor, and inbound tourists to Hokkaido account for 
10.5 per cent of inbound tourists to Japan x. Most foreign 
tourists to Hokkaido come from China, Taiwan and South 
Korea and choose it as a destination to appreciate nature, 
for food experiences and recreation (skiing and hot 
springs). Tourism to Tohoku has made a slow recovery 
since the 2011 earthquake, tsunami and subsequent 
Fukushima nuclear disaster. In 2017 foreign visitors to 
Tohoku increased an impressive 47 per cent on the 
previous year but was still only one-twelfth of the number 
of visitors to Hokkaido, and the lowest in Japan xi. 


The Shinkansen (bullet train) reached Hakodate in 
southern Hokkaido in 2016, passing from Japan's 
main island under the Tsugaru Strait, and is the 


longest undersea tunnel in the world. Further 
Shinkansen construction is underway to connect 
Hakodate to Sapporo by 2035. 


KANTO 


The Kanto region is Japan's political and economic 
centre. The region has six prefectures as well as the 
Tokyo Metropolis, home to Japan's capital and largest 
city. Kanto accounts for around 40 per cent of Japan's 
total GDP and is home to 42.6 million people (2020), near 
a third of the national population. Over 37.8 million people 
live in the Greater Tokyo Area alone. The six Kanto 
prefectures are Ibaraki, Tochigi, Gunma, Saitama, Chiba 
and Kanagawa (the capital city of which is Yokohama). 


Services predominate in Tokyo's economy, and it is 
Japan's undisputed centre of government, business, 
higher education, information, media, fashion and culture. 
Most major Japanese companies, foreign companies 
and government agencies have their offices in Tokyo. The 
metropolis is also the hub of Japan's highly centralised 
transportation networks, including its two busiest 
airports - Narita International Airport and Haneda Airport 
(also called Tokyo International Airport). Consumers in 
Tokyo are more likely to have access to foreign products, 
foods, and fashions than elsewhere in Japan, and many 
consumer trends originate in Tokyo. 


Inbound tourism to the Kanto region comes mostly from 
China and the USA, with 31.4 million foreign nationals 
visiting the region in 2018 and 38.3 million in 2019. In 
2019 1.23 million Australians visited the Tokyo prefecture 
(Tokyo Metropolis) xii. 


CHUBU 


Chubu borders the Kanto and Tohoku regions and 

is the region responsible for the majority of Japan's 
advanced manufacturing. The four prefectures of 
Aichi, Gifu, Mie and Shizuoka — home to 15 million 
people — are responsible for 25 per cent of Japan's 
industrial output and 15 per cent of its GDP xiii. Aichi 
Prefecture (7.5 million people) is the political, economic, 
and transportation centre of the region, and leads the 
way in shipments of manufactured goods. The region 
is comprised of nine prefectures – Aichi, Fukui, Gifu, 
Ishikawa, Nagano, Niigata, Shizuoka, Toyama and 
Yamanashi — and is often referred to as Central 
Japan. The region is home to Mt Fuji (Shizuoka and 
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1.2 (continued) 


Yamanashi prefectures), and its most populous city is 
Nagoya (2.2 million city area, 9.6 million in the greater 
metropolitan area). 


Chubu's economy centres on “monozukuri,” or 

"making things," for example, its share of the Japanese 
transportation sector manufacturing is 45 per cent xiii. 

In Chubu, you will find manufacturers in cars and 
motorcycles (Toyota, Honda, Mitsubishi, Suzuki, 
Yamaha), auto parts (Denso, Aisin), aerospace 
(Mitsubishi Heavy Industries, Kawasaki Heavy Industries, 
Subaru), resin materials, machine tools, power tools 
(Makita), ceramics (Noritake, NGK Insulators, NGK Spark 
Plugs, lbiden) and office automation (Brother). These and 
the thousands of supporting suppliers make this one of 
the top industrial clusters in the world. 


The Chuo Shinkansen (high-speed rail) which 
commenced construction in 2014 will link Nagoya 

to Tokyo by 2027. When completed, the maglev line 
(magnetic rail) will reduce Nagoya-Tokyo travel time from 
100 minutes to 40 minutes. The JPY 5 trillion line will 
reach Osaka by 2037. 


KANSAI/KINKI 


The Kansai region lies in the west-central part of the 
main island of Honshu. With a land area of over 33 
square kilometres, it is the second-largest contributor 
to the Japanese economy behind Kanto, accounting for 
approximately 16 per cent of the country's total GDP. 
The region is made up of seven prefectures – Mie, Nara, 
Wakayama, Kyoto, Osaka, Hyogo and Shiga - and is 
home to Japan's second-largest city, Osaka (2.6 million 





in Osaka city, 19.2 million in the greater metropolitan 
area). Kobe (1.5 million), the historic Kyoto (1.5 million) 
and Nara (360 thousand) are other cities of note. 


Kansai's industries are diverse and include electronics, 
food, pharmaceuticals, biotech, chemicals, textiles, and 
service industries. By itself, Kansai would rank as the 
world's 16th largest economy in Gross Regional Product 
(between Mexico and Indonesia) and the fifth largest 

in Asia (behind China, Japan, India and Korea) xiii. The 
region is home to some of the world's best-known 
corporations, such as Daihatsu, Daikin, Asics, Kawasaki 
Heavy Industries, Panasonic, and Suntory. Additionally, 
Kansai has a history of providing leading scientific 
research involving the human immune system, infectious 
diseases, and cerebral and cardiovascular research. 


Kansai is the historical centre of Japan and is home to 
five UNESCO World Heritage sites. The city of Nara, 
which at one point served as the eastern end of the Silk 
Road, boasts the most government designated 'national 
treasures', including Japan's largest sitting Buddha 
statue. Japan's former capital Kyoto is renowned for 

its ancient shrines, temples, and beautiful gardens. 
Wakayama is known for its nature walks and onsen 

(hot springs), as well as the centuries-old mountain top 
Buddhist temple of Koya-san which is considered one of 
the most spiritual places in the country. 


Kansai is also home to a vibrant “foodie” scene, and 
the area is often referred to as Japan's "kitchen" – think 
Kobe's famous sake and wagyu beef and the refined 
cuisine of Kyoto. The region is a go-to destination for 
sports fans as it's the home of sumo wrestling and 
Soccer in Japan as well as two professional baseball 
teams. 


Inbound tourism to the Kansai region comes mostly 
from North-East Asia (China and South Korea), with 20.4 
million foreign nationals visiting the region in 2018 and 
17.5 million in 2019. In 2019 348,360 Australians visited 
the Osaka urban prefecture xii. 


CHUGOKU 


Chugoku at the western end of Honshu comprises of 
five prefectures — Tottori, Shimane, Okayama, Hiroshima 
and Yamaguchi. Research and development in the fields 
of electronics, biotechnology and materials science are 
significant industries, and it is an important transport 
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hub for the surrounding regions. Its major cities include 
Hiroshima (1.2 million Hiroshima city and 2.08 million in 
the greater metropolitan area) and Okayama (725,000). 


The region is home to many well-known tourist 
destinations, such as the designated UNESCO World 
Heritage Sites the Hiroshima Peace Memorial and 
Itsukushima Shrine. Inbound tourism totalled at 1.84 
million foreign nationals visiting the region in 2019, and 
visits to the Hiroshima prefecture were dominated by 
visitors from the United States, China and Australia xii. 


SHIKOKU 


Shikoku is the smallest of the four main islands that 
make up the Japanese archipelago. It comprises of the 
four prefectures of Tokushima, Kagawa, Ehime, and 
Kochi which together account for about 5 per cent of the 
nation's total land area. 


Primary industries such as agriculture, fisheries and 
aquaculture are the dominant contributors to the local 
economy, contributing 6.3 per cent of the national total. 
They are accompanied by secondary industries such 

as food processing, shipbuilding, electronics and paper 
manufacturing, while nanotechnology and biotechnology 
are growth sectors. Shikoku ranks eighth from eight 
regions in terms of inbound tourism numbers xii. 


KYUSHU AND OKINAWA 


The Kyushu region of southwestern Japan consists of 
seven prefectures of Fukuoka, Oita, Saga, Nagasaki, 
Kumamoto, Miyazaki, Kagoshima, with a combined 
population of about 14.3 million. Kyushu is Japan's fourth- 
largest economic centre, representing 10 per cent of 
national GDP, making it one of the thirty largest economies 
in the world (larger than Austria or Thailand) xiii. Given 

its proximity the region is traditionally known as Japan's 
gateway to Asia and has enjoyed historical trade ties and 
cultural exchange with continental Asia, particularly South 
Korea, China, Southeast Asia, and Taiwan. 


With a population of 1.5 million, Fukuoka City is 

the economic, educational, and cultural centre of 
Kyushu and one of the Japanese cities with a growing 
population. Manufacturing and agriculture are 
widespread in the Fukuoka prefecture's surrounding 
areas, but as you would expect the city's economy is 
service-based, with large retail outlets and regional 





headquarters for banking, insurance, and real 

estate. In 2014 Fukuoka City was chosen by the Abe 
Administration for the creation of a 'special economic 
zone' which places emphasis on facilitating new 
businesses and the employment of foreign workers. As 
a result, the city has a healthy higher education system 
and a dynamic business environment with the highest 
rate of "start-up" companies in Japan. Kitakyushu City 
became the region's second 'special economic zone' in 
2016. 


Okinawa prefecture has a high population growth rate (in 
2016, it was the highest in the country), with a higher- 
than-average birth rate and a workforce that is the 
youngest in Japan. However, average wages are among 
the lowest nationwide. 


Okinawa is Japan's only subtropical region and is the 
southern-most prefecture. It comprises 160 islands 
(40 are inhabited) stretching over 1000 kilometres from 
mainland Japan to Taiwan, but its 1.4 million people 
and US$ 37 billion economies are concentrated on the 
largest island, also called Okinawa. 


Tourism is Okinawa's principal economic activity. In 
2019, the total number of tourists who visited Okinawa 
grew 6.1 per cent from 2018 xii, growth that has been 
attributed to new foreign airline routes and relaxed 
visa requirements for Chinese tourists. Of all Japanese 
destinations, Okinawa had the most cruise ship visits 
from Taiwan, China, Hong Kong, and other parts of 
Japan in 2018. 
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1.3 Laws around the 
consumption of 
alcohol in Japan 


In Japan, the legal drinking age is 20 years of age. 


The Japanese Government first deregulated their liquor 
market in 1993 when retailers with a specific floor 

space could sell alcoholic beverages. Deregulation 
meant that many large retailers, including convenience 
stores, supermarkets and discount stores, started 
selling alcohol. Further deregulation occurred in 1998 
and again in 2003 when population quotas for licenses 
eased (previously only a limited number of licenses were 
granted, depending upon the population of the area). 


In comparison to Australia, Japan's laws around 
alcohol consumption are relaxed. For example, Japan 
has no open container laws, meaning it is legal to drink 
in public places, including drinking on public transport. 
Many people drink on longer bullet train (shinkansen) 
journeys, but it less socially acceptable to drink on 
shorter commutes. Public intoxication is also legal, but 
disorderly conduct is illegal. Behaviour such as yelling 
and shouting, playing loud music or accosting strangers 
in public is likely to gain police attention. 


Liquor Licenses for serving alcohol do not exist in 
Japan, meaning any restaurant or bar is free to serve 
alcohol before midnight. The 'Late Night Bar Operation 
Law' does require venues to register with the National 
Police Agency to serve alcohol past midnight and until 
6 am and several requirements around lighting, audio 
equipment and noise limitation must be met. 


In contrast, you must obtain a license to sell or 

vend alcohol for consumption off-premises. Before 
being approved for a ‘General Liquor Retail License, 
companies must prove their financial health, as the 
National Tax Agency administers the license. 





1.4 The Australia-Japan 
relationship and the 
Japan-Australia Free 
Trade Agreement (JAEPA) 


At the end of 2019, Japan was Australia's second- 
largest trading partner, second-largest export market, 
and third-largest source of foreign direct investment xiv. 


The Japan-Australia relationship is long-standing, and 
over the years has become increasingly close politically. 
There have been three major phases in the development 
of the post-war Australia-Japan relationship. 


e After the end of World War Il, Japan and Australia 
established a major trading relationship formalised 
by the 1957 Commerce Agreement; 

* The 1976 Basic Treaty of Friendship and Cooperation 
(the Nara Treaty) affirmed “the spirit of friendship 
and cooperation on which relations between the two 
countries are based, and wishing to place their relations 
on an even closer and more concrete basis"; and 

• A commitment to a strategic partnership the 
reflects shared values and interests of both nations, 
highlighted by the 2007 Joint Declaration on Security 
Cooperation and the 2015 Japan-Australia Economic 
Partnership Agreement (JAEPA). 

















The current feeling behind Australia and Japan's 
bilateral relationship is articulated in the shared 
Partnership Agenda. 





The Japan-Australia Economic Partnership Agreement 
(JAEPA) came into force on 15 January 2015. At the time 
of its implementation, it was Japan's most far-reaching 
bilateral trade deal and gives first-mover advantages to 
Australian business across many sectors, including 
wine businesses. 


Tariffs — the taxes imposed by governments on goods 
arriving from overseas - are the critical impediment to 
importing and exporting goods. When fully implemented 
on 1 April 2021, the JAEPA will provide 97 per cent of 
Australian exports (by 2013 import value) with customs 
duty-free or preferential tariff access to Japanese 
markets. Importantly there will no longer be any tariffs 
imposed on bulk wine in containers over 150 litres, 
bottled wine or sparkling wine. By 2025 there will also 
no longer be tariffs imposed on bulk wine in containers 
between 2 litres and 150 litres. The table below outlines 
some of the tariff changes since the JAEPA came into 
effect in 2015. 
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BOTTLE WINE AND SPARKLING WINE HS CODES AND TARIFF RATES 


HS Code 
Description 


Before 


HS Code JAEPA 


15 Jan 2015 


1 April 2019 


1 April 2020 





0, 0, 0, 0, 

220421020 d 1596 or 125 13.1096 or 3.896 or 125 1.996 or 125 0.0096 
Wine yen/l 125 yen/l yen/| yen/l 
Sparkling 

220410000 Wine 182 yen/| 159.25 yen/l 45.5 yen/| 22.75 yen/l 0 yen/l 
Sherry, port, 
and other 

220421010 fortified 42.4 yen/l 93.33 yen/l 0 yen/l 0 yen/l 0 yen/l 
wines 


Source: Japan-Australia Economic Partnership Agreement Wine and Cider to Japan 
(via https://www.austrade.gov.au/Australian/Export/Export-markets/Countries/Japan/Industries/Wine#1) 





The Japan-Australia Economic Partnership Agreement 
has boosted Japan's investment in Australia. Japan was 
Australia's fourth-largest direct foreign investor (AU$ 
241.1 billion) in 2019, 6.3 per cent of total foreign direct 
investment. Japan's investment interests have extended 
beyond the traditional areas of natural resources, to 
diverse sectors such as financial services, information 
and communications technology, property, food and 
agribusiness. Japan was Australia's third-largest 
destination for foreign investment, with an investment 
stock of AU$ 139.6 billion in 2019 xiv. 


Australia and Japan are also members of the 
Comprehensive and Progressive Agreement for 
Trans-Pacific Partnership. The CPTPP is a free trade 
agreement between Australia, Brunei Darussalam, 
Canada, Chile, Japan, Malaysia, Mexico, Peru, New 
Zealand, Singapore and Vietnam which came into force 
in December 2018. 


Political areas in which Japan and Australia work closely 
include security, defence, peace-keeping, nuclear non- 
proliferation and disarmament, regional forums and the 
United Nations. 


Japanese is the most widely studied language in 
Australian schools and universities, a fact that ranks 


Australia fourth in the world in terms of the number 
of Japanese scholars. Tourism Australia International 
Tourism Snapshot as at 30 June 2020 indicates 
Australia welcomed 375,300 Japanese visitors for 
that year, down 23 per cent. For the year before 31 
December 2019, Japanese visitors to Australia were 
up 6 per cent with a total of 498,600 contributing 
AUS 2.1 billion to the Australian economy. 








Japan is essential to Australia's economic fortunes 

and to Australia's increasing integration and 
engagement with the Asian region. While China has, 

in recent years, overtaken Japan as the biggest 
economy in Asia and as Australia's number one trading 
partner, Japan remains in the opinion of many, our most 
important regional partner. 


JAPANESE IS THE 
MOST WIDELY STUDIED 


LANGUAGE IN 
AUSTRALIAN SCHOOLS 
AND UNIVERSITIES 
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